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CHAPTER 2. REPORTING REQUIREMENTS AND SAMPLE REPORTS  

2-1 Government Auditing Standards require that the auditor issue the following reports based 
on the audit of the financial statements: a report on the financial statements, a report on 
compliance with applicable laws and regulations, and a report on internal control.  In 
addition, there are additional reports required to be issued in an audit conducted in 
accordance with this audit guide.  The audit report should be issued to the auditee's 
governing body and/or top official, as appropriate.  The report cover should clearly 
indicate the HUD-assisted activities and period(s) that were audited.  

It is expected that the specific compliance requirements identified in this guide will cover 
those laws and regulations that, if not complied with, could have a direct and material 
effect on the financial statements.  In such cases, the compliance reports (in Section C 
below) and illustrated in this guide are the only reports necessary for reporting on the 
auditee's compliance with laws and regulations.  However, if the IA, as part of the audit of 
the financial statements, considered laws and regulations in addition to those noted in 
this guide, for which noncompliance could have a direct and material effect on the 
financial statements, the auditor should also issue the compliance report in accordance 
with Government Auditing Standards.  

The following reports are required to be submitted by the auditee:  

A. The auditor's report on the basic financial statements together with the auditor's 
report on accompanying supplemental information required by HUD, stating 
whether that supplemental information is fairly stated in all material respects in 
relation to the basic -financial statements taken as a whole (Example A).  

B. The auditor's combined report on internal control as it relates to both financial 
reporting and administering the HUD-assisted programs.  It must identify any 
reportable conditions and material weaknesses noted (Example B).  

C. A report on compliance with applicable laws and regulations that may have a direct and 
material effect on each HUD-assisted program including: 
 
-- an opinion on compliance with specific requirements applicable to major HUD-assisted 
programs (Example C)  
-- a report on compliance with specific requirements applicable to non-major HUD-assisted 
programs (Example D)  

When performing tests of compliance requirements contained in Chapter 4, the IA should 
report on fair housing and nondiscrimination.  Where the HUD-assisted activity is non-
major, fair housing reporting should be included in the auditor's report on non-major 
HUD-assisted programs.  Where the HUD-assisted activity is major, the auditor's report 
on specific requirements applicable to fair housing should be separate (Example E) from 
the auditor's opinion on compliance with specific requirements applicable to major 
programs.  

The report on compliance should also identify and include all material instances of 
noncompliance.  The findings should include an identification of all material questioned 
costs, as a result of noncompliance.  In addition, the findings should contain adequate 
information necessary to facilitate the audit resolution process, i.e. the number of items 
and dollar value of the population, the number of items and the dollar value of the 



selected sample, and the number of items and the dollar value of the instances of 
noncompliance (Example F).  Nonmaterial instances of noncompliance should be 
communicated to the auditee in accordance with the Government Auditing Standards.  

D. In the auditee's comments on audit resolution matters, the auditee should determine if 
significant findings from previous HUD required annual audits, HUD-OIG audits, HUD 
management reviews, or REAC physical .inspections have been corrected and disclose those 
which remain uncorrected at the time of the review (Example G).  The auditor is required to follow 
up on prior audit findings, perform procedures to assess the reasonableness of the comments on 
audit resolution matters relating to HUD programs prepared by the auditee, and report, as a 
current-year audit finding, when the auditor concludes that the comments materially misrepresent 
the status of any prior audit finding(s).  
E. Any report from the auditors on illegal acts or fraud that have occurred or are likely to 
have occurred, including all questioned costs found as a result of these acts that the auditors 
become aware of, should be covered in a separate written report in accordance with the 
provisions of the Government Auditing Standards.  This report should be sent to the cognizant 
District Inspector General for Audit (see Appendix for list of District Inspectors General for Audit).  
Illegal acts are to be reported on without regard to whether the condition giving rise to the 
questioned costs has been corrected or whether the auditee does or does not agree with the 
finding and questioned costs. 
 
F. A corrective action plan developed by the auditee, wherein the auditee officials describe 
the corrective action taken or planned in response to the findings identified by the auditor.  The 
plan should also include comments on the corrective action taken on prior findings resulting from 
IA or relevant HUD-OIG audits and HUD program reviews (Example H).   

2-2 Auditor's Reports.  The following are illustrations of reports on financial statements, on 
internal control, on compliance with specific requirements and the auditee's corrective 
action plan that may be issued in an audit in accordance with this guide.  These reports 
are not meant to be all-inclusive; auditors should exercise professional judgment in 
tailoring their reports to the circumstances of individual audits.  

Examples:  

A. Report on Audited Financial Statements and Supplemental Information.  
 
B. Report on Internal Control.  
C. Opinion on Compliance with Specific Requirements  Applicable to Major HUD Programs.  
D. Report on Compliance with Specific Requirements Applicable to Non-major HUD 
Program Transactions. 
E. Report on Compliance with Specific Requirements Applicable to Fair Housing and Non-
Discrimination. 
 
F. Schedule of Findings and Questioned Costs. 

G. Auditee's Comments on Audit Resolution Matters Relating to HUD Programs.  
H. Corrective Action Plan (An Auditee Responsibility). 
 
 
EXAMPLE A 

REPORT ON AUDITED FINANCIAL STATEMENTS AND SUPPLEMENTAL INFORMATION  



Independent Auditor’s Report 

   
To the Partners 
[the Entity] 
Anytown, U.S.A.:  

We have audited the accompanying balance sheet of [the Entity] as of December 31, 20XX, and 
the related statements of income, changes in partners, capital and cash flows for the year then 
ended.  These financial statements are the responsibility of the [the Entity's] management.  Our 
responsibility is to express an opinion on these financial statements based on our audit.  

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that 
our audit provides a reasonable basis for our opinion.  

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position of [the Entity] as of December 31, 20XX, and the results of its operations 
and its cash flows for the year then ended in conformity with accounting principles generally 
accepted in the United States of America.  

In accordance with Government Auditing Standards, we have also issued our report(s) dated 
[date of report] on our consideration of [the Entity's] internal control and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grants.  Those reports are 
an integral part of the audit performed in accordance with Government Auditing Standards and 
should be read in conjunction with this report in considering the results of our audit.  

The accompanying supplemental information (shown on pages XX-XX) is presented for the 
purposes of additional analysis and is not a required part of the basic financial statements of [the 
Entity].  Such information has been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, in our opinion, is fairly stated, in all material respects, in 
relation to the financial statements taken as a whole. 

CPA and Company 
Certified Public Accountants 
Anytown, U.S.A. 
[Date] 
 
 
 
 
EXAMPLE B  

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL (COMBINED REPORT 
APPLICABLE TO INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN 
AUDIT OF FINANCIAL STATEMENTS AND INTERNAL CONTROL OVER COMPLIANCE FOR 
HUD-ASSISTED PROGRAMS--REPORTABLE CONDITIONS WERE NOTED--NO MATERIAL 
WEAKNESSES) 



To the Partners 
[the Entity] 
Anytown, U.S.A.:  

We have audited the financial statements of [the Entity] as of and for the year ended December 
31, 20XX, and have issued our report thereon dated [Date].  We have also audited (the Entity's] 
compliance with requirements applicable to HUD-assisted programs and have issued our reports 
thereon dated [Date].  

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States and the Consolidated 
Audit Guide for Audits of HUD Programs (the "Guide"), issued by the U.S. Department of Housing 
and Urban Development, Office of the Inspector General.  Those standards and the Guide 
require that we plan and perform the audits to obtain reasonable assurance about whether the 
financial statements are free of material misstatement and about whether [the Entity] complied 
with laws and regulations, noncompliance with which would be material to a HUD-assisted 
program.  

The management of [the Entity] is responsible for establishing and maintaining effective internal 
control.  In planning and performing our audit of the financial statements, we considered [the 
Entity's] internal control over financial reporting and its internal control over compliance with 
requirements that would have a direct and material effect on a HUD-assisted program in order to 
determine our auditing procedures for the purpose of expressing our opinions on the financial 
statements and on compliance and not to provide assurance on the internal control over financial 
reporting and the internal control over compliance.  

We noted certain matters involving internal control and its operation that we consider to be 
reportable conditions.  Reportable conditions involve matters coming to our attention relating to 
significant deficiencies in the design or operation of internal control that, in our judgment, could 
adversely affect [the Entity's] ability to record, process, summarize, and report financial data 
consistent with the assertions of management in the financial statements or its ability to 
administer HUD-assisted programs in accordance with applicable laws and regulations.  

[Include paragraphs to describe the reportable conditions noted.]  

A material weakness is a condition in which the design or operation of one or more of the internal 
control components does not reduce to a relatively low level the risk that misstatements that 
would be material in relation to the financial statements being audited or that noncompliance with 
applicable requirements of laws and regulations that would be material in relation to a HUD-
assisted program may occur and not be detected within a timely period by employees in the 
normal course of performing their assigned functions.  

Our consideration of internal control would not necessarily disclose all matters in internal control 
that might be reportable conditions and, accordingly, would not necessarily disclose all reportable 
conditions that are also considered to be material weaknesses as defined above.  However, we 
believe none of the reportable conditions described above is a material weakness.  

This report is intended solely for the information and of the audit committee, management, and 
the Department of Housing and Urban Development and is not intended to be and should not be 
used by anyone other than these specified parties. 

CPA and Company 
Certified Public Accountants   



Anytown, U.S.A. 
[Date] 

   
EXAMPLE C  

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS 
APPLICABLE TO MAJOR HUD PROGRAMS 

  To the Partners 
[the Entity] 
Anytown, U.S.A.:  

We have audited the compliance of [the Entity] with the specific program requirements governing 
[list those requirements tested] that are applicable to each of its major HUD-assisted programs, 
for the year ended December 31, 20XX.  Compliance with those requirements is the responsibility 
of (the Entity's] management.  Our responsibility is to express an opinion on [the Entity's] 
compliance based on our audit.  

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America, the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States, and the 
Consolidated Audit Guide for Audits of HUD Programs (the "Guide") issued by the U.S. 
Department of Housing and Urban Development, Office of the Inspector General.  Those 
standards and the Guide require that we plan and perform the audit to obtain reasonable 
assurance about whether noncompliance with the requirements referred to above that could have 
a direct and material effect on a major HUD-assisted program occurred.  An audit includes 
examining, on a test basis, evidence about [the Entity's] compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We believe 
that our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal 
determination of [the Entity's] compliance with those requirements.  

In our opinion, [the Entity] complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major HUD-assisted programs for the year ended 
December 31, 20XX.  

This report is intended solely for the information of the audit committee, management, and the 
Department of Housing and Urban Development and is not intended to be and should not be 
used by anyone other than these specified parties.   
 
CPA and Company 
Certified Public Accountants   
Anytown, U.S.A.  
[Date] 

 
EXAMPLE D 

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS 
APPLICABLE TO NON-MAJOR HUD PROGRAM TRANSACTIONS 



To the Partners 
[the Entity] 
Anytown, U.S.A.:  

We have audited the financial statements of [the Entity] as of and for the year ended December 
31, 20XX, and have issued our report thereon dated [Date of report].  

In connection with that audit and with our consideration of [the Entity's] internal control used to 
administer HUD programs, as required by the Consolidated Audit Guide for Audits of HUD 
Programs (the "Guide”) issued by the U.S. Department of Housing and Urban Development, 
Office of the Inspector General, we selected certain transactions applicable to certain non-major 
HUD-assisted programs for the year ended December 31, 20XX.  

As required by the Guide, we performed auditing procedures to test compliance with the 
requirements governing [list those requirements tested] that are applicable to those transactions.  
Our procedures were substantially less in scope than an audit, the objective of which is the 
expression of an opinion on [the Entity's] compliance with these requirements.  Accordingly, we 
do not express such an opinion.  

The results of our tests disclosed no instances of noncompliance that are required to be reported 
herein under the Guide.  

This report is intended solely for the information of the audit committee, management, and the 
Department of Housing and Urban Development and is not intended to be and should not be 
used by anyone other than these specified parties. 

CPA and Company 
Certified Public Accountants 
Anytown, U.S.A. 
[Date]  

EXAMPLE E 
INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS 
APPLICABLE TO FAIR HOUS ING AND NON-DISCRIMINATION 
 
 
To the Partners 
[the Entity] 
Anytown, USA  

We have applied procedures to test [the Entity's] compliance with Fair Housing and Non-
Discrimination requirements applicable to its HUD-assisted programs, for the year ended 
December 31, 20XX.  

Our procedures were limited to the applicable compliance requirement described in the 
Consolidated Audit Guide for Audits of HUD Programs issued by the U.S. Department of 
Housing and Urban Development, office of the Inspector General.  Our procedures were 
substantially less in scope than an audit, the objective of which would be the expression of an 
opinion on (the Entity's] compliance with the Fair Housing and Non-Discrimination requirements.  
Accordingly, we do not express such an opinion.  



The results of our tests disclosed no instances of noncompliance that are required to be 
reported herein under the Guide.  

This report is intended solely for the information and use of the audit committee, management, 
and the Department of Housing and Urban Development and is not intended to be and should 
not be used by anyone other than these specified parties. 

CPA and Company 
Certified Public Accountants  
Anytown, U.S.A. 
[Date]  

 

EXAMPLE F  

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

(Should be Attached to Auditor's Report on Compliance)  

When the auditor identifies a finding, this schedule must include the following information for each 
finding, where applicable:  (a)  the size and corresponding dollar value of the population, 

(b)  the size and dollar value of the sample tested, and (c) the size and dollar value of the 
instances of noncompliance.  

The Government Auditing Standards state that well-developed findings generally consist of the 
following attributes:  

-- Statement of condition - the nature of the deficiencies, e.g., a regulation not being 
followed, a control procedure not followed or one which is inadequate. 

   

-- Criteria - what the auditee should be doing, e.g. the specific regulation, a prudent 
management practice, or an internal control procedure. 

   

-- Effect - what happened as a result of the condition; this should be monetized in all 
possible instances and described as thoroughly as possible. 

   

-- Cause - why the condition exists, e.g. the auditee was unaware of the regulation or 
internal control was not a high priority of the auditee. 

   

-- Recommendation - what the auditee should do to correct the condition, normally 
addresses the cause e.g. develop procedures to implement regulation or follow 
established procedures.  



The auditor should attempt to identify the condition, criteria, effect, and cause to provide sufficient 
information to HUD officials to permit timely and proper corrective action.  These findings-may 
also serve as a basis for HUD to conduct additional work.  In addition, as part of the finding, the 
auditor is required to make a recommendation for corrective action to the auditee.  As part of this 
report, the auditor is required to include the auditee's summary comments on the findings and 
recommendations in the report.  In addition, the auditee is responsible for developing a separate 
corrective action plan (see Example H) based on the auditor's findings and recommendations and 
including the plan when submitting the auditor's report.  If corrective action is not necessary, a 
statement by the auditor describing the reason it is not should accompany the audit report.  

     



 

EXAMPLE G 

AUDITEE'S COMMENTS ON AUDIT RESOLUTION MATTERS RELATING TO HUD 
PROGRAMS  

The Owner has not taken corrective action on findings from prior audit report, number and title:  

Finding No. 1 -  The required documentation with regard to eligibility was not obtained for 
tenants receiving rent supplements.  

Status - The owner has not obtained the required documentation from third-party 
sources nor has the owner reimbursed the appropriate programs.  The 
amount of the rent supplements received for these tenants for the prior audit 
period was $15,350.  

Finding No. 2 -  

Status - 

* -- This includes all prior audits, program review reports and state agency reports.  

* -- The auditor may rely on management's representation as to the completeness of reports 
submitted during the audit period.  The auditor does not have to independently confirm 
the completeness of audit and other reports received by management. 

   

 
EXAMPLE H    

CORRECTIVE ACTION PLAN  

Name and Number of Project  ________________________________________________ 

Auditor/Audit Firm  ________________________________________________________ 

Audit Period  ______________________________________________________________  

The following is a recommended format to be followed by auditees for submitting a corrective 
action plan:  

Section I - Internal Control Review  

A. Comments on Findings and Recommendations  

 The auditee should provide a statement of concurrence or nonconcurrence with the 
findings and recommendations. if the auditee does not agree with a finding, specific 
information should be provided by the auditee to support its position.  If the information is 
voluminous, an appendix may be attached to the submission.  



B. Actions Taken or Planned  

 The auditee should detail actions taken or planned to correct deficiencies identified in the 
report.  Appropriate documentation should be submitted for actions taken.  For planned 
actions, auditees should provide projected dates for completion of major tasks. Officials 
responsible for completing the proposed actions should also be identified.  If the auditee 
believes a corrective action is not required, a statement describing the reasons should be 
included.  

C. Status of Corrective Actions on Prior Findings  

 The auditee must comment on all prior findings whether or not corrective action has been 
completed.  The auditee should provide a report on the status of corrective actions taken 
on prior findings that remain open.  An update should be included on dates for completion 
of major tasks and responsible officials for any actions not completed.  In addition, 
documentation should be submitted for any actions the auditee considers completed.  

Section II - Compliance Review  

A. Comments on Findings and Recommendations 

 (See Section I. A. above.)  

B. Actions Taken or Planned  

 (See Section I. B.)  

C. Status of Corrective Actions on Prior Findings 

 (See Section I. C.) 

 


